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EDITORIAL DEPARTMENT NOTE 


Are you getting the maximum from your tabulating machine instal- 
lation? A punch card system may be entirely effective and more than 
justify its cost, but still not produce the maximum results which come 
only with proper planning and co-ordination of the work and the best 
utilization of the equipment. The two articles in this issue of the 
Bulletin should provide some help in getting the most from your 
machine installation. The first article deals with the organization, plan- 
ning and operation of the tabulating department, while the second 
— eee the application of punched card equipment to sales analysis 
work, 

Our first article is by Graham A. Gardner, a graduate of Columbia 
College and the Columbia University School of Business, whose first 
business training was received in 1926 on the Accounting Staff of 
the International Business Machines Corp. at their New York office. 
Following the completion of the I.B.M. sales training course a year 
later, he served for a few years as sales representative of the company 
in various parts of Connecticut. Later he joined Adolf Gobel, Inc., as 
Statistician and Director of Machine Accounting Methods. With the 
repeal of Prohibition, Mr. Gardner became associated with the 
Schenley Distillers Corp. as Supervisor of their Tabulating Depart- 
ment, where his duties have been enlarged to include the supervision 
of all accounting and statistical work relating to sales, advertising and 
merchandising activities. 

Elwood V. Denton, the author of our second article, received his 
business training at Miami University, graduating with the B.S. degree 
in 1934. For a year following his qunivathen he was employed in the 
Merchandise Department of General Electric Co. Since 1935, he has 
been connected with the Controller’s Division of the American Rolling 
Mill Co., where he is at present Tabulating Supervisor. Mr. Denton 
is now serving as Publicity Director for Dayton Chapter. 

The third article in this issue is a preliminary report on a current 
study of finished goods inventory practice so far as it relates to the 
ouseety important subject of the last-in, first-out basis of inventory 
valuation. 


Articles published in the Bulletin present many different viewpoints. 
In publishing them the Association is not sponsoring the views ex- 
pressed, but is endeavoring to provide for its members material which 
will be helpful and stimulating. Constructive comments are welcomed 
and will be published in the Forum Section of the Bulletin. 
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IMPROVING THE OPERATION OF TABULATING 
MACHINE INSTALLATIONS 


By Graham A. Gardner, Supervisor, 


Tabulating Department, Schenley Distillers Corp., 
New York, N. Y. 


s bens: position of the tabulating department in the accounting 

organization of Schenley Distillers Corporation is one midway 
between the order, billing and general accounting sections. As is 
usually the case with concerns engaged in manufacturing for 
resale, the principal volume of accounting entries originates from 
sales and related activities. Billings must be summarized, rev- 
enues and expenses must find their way into the books of account 
in the most direct way possible. A basic function of any tabulat- 
ing installation should be to summarize and analyze these numer- 
ous accounting entries into forms more readily digestible by man- 
agement. How may we best develop this function in the light of 
what is expected from punch card methods? Your attention is 
invited to the several points outlined in this article, which assisted 
us in administering our own department and which should aid you 
in improving the efficiency of the tabulating machine installations 
under your supervision. 


The Problem 

Repeal brought us face to face with accounting, distribution 
and budget problems that seemed staggering. December of 1933 
found us without a very clear idea of what we would be called 
upon to furnish in the way of tabulated information. In those 
days everyone and everything was new. Orders were pouring in. 
Our main object was to punch in the cards those facts which we 
thought important and applicable to the next job. We made so 
many changes in types of equipment, card forms and report setups 
in the next few years, that I should like to outline for you, first, 
a few of the conclusions we reached as a result of these continu- 
ous shifts in methods and procedures. 


Development of a Sound Plan 

If you have just signed a contract for a new installation or 
for additional equipment to handle a new application, one of the 
most profitable things you can do, while waiting for machines 
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to be installed, is to review the survey submitted to you by the 
machine company representative. Likewise check over again 
whatever other preliminary work you may have done. Do this 
in order to make sure you are starting off on a sound basic 
tabulating plan. Let me emphasize this. As you look around, 
you will find, as we did, that there is a constant shifting in man- 
agement emphasis. This danger has been so ably covered by 
Mr. Albert E. Sawyer in his article on “Control of Distribution 
Costs,” appearing in the 1938 N.A.C.A. Year Book, that I 
should like to repeat it here. Mr. Sawyer states in part: “The 
accountant must avoid being caught unprepared by the shifts in 
management requirements so that it is necessary for him to re- 
build his statistical processes or suffer a dwindling of interest on 
the part of management in the material which he supplies. Man- 
agement needs are never static. There is a constant shifting of 
emphasis and the things which seem vital today are replaced by 
new conditions which require a totally different management em- 
phasis six months or a year from now.” We found this state- 
ment just as true several years ago as it is today. 

We decided the only way to be sure that our tabulating depart- 
ment could always be in a position to present what was of current 
interest in the way of statistical information was to establish: 


1. Sounp Cope CLASSIFICATIONS 

Along in 1934, we realized that our coding was woefully 
inadequate to furnish the information we were constantly 
being called upon to produce. We took the bull by the 
horns, threw out everything we had, analyzed our products 
carefully according to types of whiskey, age and proof, 
reduced our geographical distribution to the lowest com- 
mon denominator, which we called the trading area, re- 
numbered our customers and, in fact, started all over again. 


A GEoGRAPHICAL BreaK-Down, Tiep In, IF Poss!Bte, 
WITH AN OvuTSIDE SOURCE 

This is of vital importance, if you expect to compare your 
Company’s activities with those of the industry in general, 
or take advantage of any of the numerous governmental 
statistical publications. In the distilled spirits industry a 
great deal of information, put out by state and county con- 
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trol boards, newspaper surveys and advertising agencies, is 
available to us. To be intelligently interpreted, however, our 
figures must have the same foundation. It was in order to 
take advantage of this situation that a great deal of our own 
coding was revised. 
3. A NuMERICAL Cuart oF ACCOUNTS 

Situated as our tabulating department was, we decided 
that its normal avenue of expansion was in the direction of 
additional accounting and general ledger work. With this 
goal before us, we developed our expense distributions and 
subsidiary ledger classifications along tabulating lines, even 
though the classifications were not uniformly adopted until 
last year. 


If these facts are adhered to, any installation will be in a 
much better position to report matters of current interest. Changes 
in policy or shifts in executive responsibility, which, in our busi- 
ness, frequently affected brand and territory statistics, should not 
upset you in the presentation of vital information and in the is- 
suance of comparative results if your basic setup is sound, 

When our new equipment and revised card forms were operat- 
ing satisfactorily, our attention was then directed to the position 
of the installation in the Company as a whole. See that some- 
one is delegated to do this in your company. This will help to 
plan the flow of work. Then we saw to it that everyone con- 
nected with the installation knew the answers to the following 
qtestions : 

Where does the original data come from? 
What part of each form are we concerned with? 
Where, on the form, is the information that concerns us? 


What should be done with it? 
What becomes of it? 


Report Schedules 


Before drawing off your first set of weekly or monthly reports, 
sit down with the individual directly responsible for the operation 
of the tabulating department and build up with him a report sched- 
ule, which will serve as a guide in administering the activities of 
the department. Let him know what is going on. The tabulating 
department should be advised of early closings when special jobs 


483 


| 
a 


N. A. C. A. Bulletin December 15, 1939 


may be required, or when overtime may be necessary in order to 
co-ordinate the activities of the accounting department as a whole. 
When your report schedule has been set up in outline form, go 
over it with your operators and make up report specification 
sheets. These should show the sorting and tabulating setups re- 
quired for each job. Then prepare a schedule for posting the 
completion dates of all work drawn off. This schedule will not 
only serve you as a permanent record of work done, but will also 
avoid the overlooking of a report with the resultant disruption 
of service and tabulating procedures when you have to go back 
and run it. Only through the careful approach that has been out- 
lined above, will you be able to avoid constant sources of irrita- 
tion which delay efficient operation of any accounting machine 
installation. 


Closing Schedule 


At Schenley, we now make up a closing schedule each month. 
This schedule is run off on the ditto machine and copies are given 
to every member of the department. In this way, each one knows 
in advance when work will be received from other departments, 
when various tabulating reports must be completed and when 
overtime will be necessary. In view of the fact that our tabulat- 
ing department is used as the co-ordinating medium for a great 
deal of information which emanates from other departments, but 
which is digested and summarized here into forms more readily 
analyzed by management, this scheduling is extremely important. 

As the executives look to us for the preparation of the regular 
monthly statistical reports on certain fixed dates, it is necessary 
that our monthly schedules operate as planned. After we started 
the ball rolling in this respect, we left the follow-up in most cases 
to the individual members of the department who were responsible 
for the handling of information received from other departments. 
We try to do this by instilling in each one an aggressive, but cour- 
teous attitude. We say to them, “Don’t wait for work to come to 
you ; go out and get it, if necessary, in order that your department 
may operate according to schedule.” A definite routine is neces- 
sary in any machine accounting installation and only by maintain- 
ing the flow of work will it operate successfully. We have fre- 
quently found it necessary to punch work before other depart- 


484 


i 
| 


December 15, 1939 N. A. C. A. Bulletin 


ments have had the material, even though it was contrary to our 
established procedures. 


Use of Reference Numbers 


Mention was made of the desirability of establishing machine 
setups or instruction sheets covering the sorting and tabulating ar- 
rangements for each report. You will find it convenient if these 
setup sheets are classified and numbered according to the type of 
work they represent. In our procedure manual the reference num- 
bers on a great many of our tabulations are used as “source of 
information data” on the procedures and instruction sheets for 
other statistical and accounting reports. When a report is drawn 
off, have the machine operator insert this same reference number 
at the top of the tabulated sheet. Most tabulating reports generally 
require some further work before they are released. Have a set 
of instruction sheets for the typist set up for each report, using 
the same set of reference numbers already provided. If you do 
this, there is no possibility of wrong headings or confusion as 
to just what information is reflected on the tabulation. Reports 
under this system may go directly from the machine operators to 
the typist for fill-in, headings, distribution, filing, etc., without 
further verbal or written instructions. 

If the company you are working with has an office manual, 
we suggest that each tabulating report be recorded in the office 
manual and that a statement of the purpose of the report, the 
source of information going into its make-up, and any other 
specific instructions be incorporated therein. Be sure to use, if 
possible, the same reference number already assigned to your 
reports. This facilitates the co-ordination of the work of the 
accounting department as a whole, and acts as a guide to auditors, 
new employees and other interested individuals. The forms we 
use in carrying out this plan may be seen in Exhibit 1. 

Much has been written concerning the advantages or disadvant- 
ages to be derived from the various systems of wage incentive 
and bonus plans for tabulating department workers. Many econo- 
mies of operation may no doubt be realized from the adoption of 
one or more of these plans. We are not concerned with them 
here. It has been our experience, however, that best results may 
be obtained over a long period of time through the promotion and 
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the employee acceptance of the theory of co-operation. For suc- 
cessful operation, groups of people must work together in har- 
mony. Therefore, building co-operation should be one of your 
prime considerations. 


Establishing and Using Controls 


Controls are always a stumbling block in most new installations. 
The need for predetermined controls goes without saying. Make 
sure they have been properly established and that they are ad- 
hered to. We soon found that we could use figures developed in 
other sections, such as the inventory, billing and accounts receiv- 
able departments. Studying along these lines will frequently in- 
dicate where similar economies may be realized. Sometimes minor 
changes in other work is all that is needed. Examination of Ex- 
hibit 2 will reveal to you the method of internal control now being 
used at our main office in New York, where quantities as well as 
revenues are successfully controlled through punched cards. 

Exhibit 3 reflects in greater detail one aspect of our daily 
reconciliation and predetermined control of billings. The daily 
control sheet shown in this exhibit is an example of the use of 
one control for all related departments. Formerly each of our 
accounting sections established its own totals and then compared 
with each other. Graphic presentations such as these are part 
of our procedure manuals. They have proved immensely valu- 
able in fostering better methods, facilitating instruction of new 
workers and crystalizing our operating procedures for outside 
auditors without the need of lengthy discussion. 

It is well to thoroughly document all changes and corrections 
affecting prior periods. Put them through in the current month’s 
work whenever possible. Any corrections made should be noted 
on special “Correction Tickets” or summarized for later reference. 
If you can arrange it, it is considered desirable to note whatever 
corrections are made by the original records being changed. Save 
your original tabulating cards. 

Get a small rubber stamp and have it put on all reports which 
emanate from the tabulating room. This is good publicity and 
directs inquiries to the proper department without loss of time. 
Likewise it tends to centralize the development of tabulating and 
control information. 
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Systematization of Routines and Methods Means Earlier Reports 


The old sales slogans of speed, accuracy and flexibility, while 
true in every respect, are too generalized for progressive manage- 
ment today. The average officer of a corporation, interested in 
the punch card method of accounting, expects more concrete re- 
sults. Mention has been made of the summarization and analysis 
of accounting entries into forms more readily digestible by 
management, and of the fact that most executives would like to 
have information on matters of current interest prepared for them 
in addition to having the exceptions highlighted. Along with these 
requirements, organize your installation for earlier reports, state- 
ments and accounting closings, not so much through the speed of 
the machines, as through the proper systematizing of routines 
and methods. 

Due to the increasing emphasis today on more complete and ac- 
curate audits, provision should be made in your tabulating installa- 
tion to facilitate whatever internal auditing procedures may be in 
effect. As an aid in the preparation of schedules for year-end out- 
side auditors, you should develop ways and means to utilize tabu- 
lating machines. Frequently much costly time may be saved 
through an intelligent tie-in of this equipment with your com- 
pany’s general auditing program. 

Your management has a right to expect specific advantages of 
this nature from their tabulating machine contract. Examina- 
tion of the suggestions offered to you in this discussion will lead 
the way to a more successful operation of ypur installation. 
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SALES AND STATISTICAL ANALYSIS FOR A METAL 
MANUFACTURER 


By Elwood V. Denton, Controller’s Division, 
The American Rolling Mill Co., Middletown, Ohio 


| we THE American Rolling Mill Company, the statistical de- 

partment makes use of previously prepared tabulating cards in 
preparing various types of sales analyses. After all credits to 
inventories held in five manufacturing plants located in several 
cities have been authorized in tabulated reports summarizing 
plant shipments by sales class (the sales department code desig- 
nation assigned to each of 73 classes of material), by finished in- 
ventory code (the more minute cost accounting department desig- 
nation which identifies the routing taken by the material and the 
sequence of operations performed on it by authority of the works’ 
metallurgical department), and by gauge (the most exact de- 
scription of the material by reference to U. S. Standard specifica- 
tions as to thickness), the punched cards are available for the 
preparation of the sales analyses requested by the sales department 
supervision. 


The Master Card 


Reference to the master card prepared for each customer at- 
tests to the wide variety of sales analyses possible. This master 
card (Exhibit 1) identifies the customer by Armco order num- 
ber. These numbers are assigned in consecutive sequence and 
bear no relation to customer name or location, or to frequency 
of purchase. However, all orders received from each customer 
are entered against the Armco order number first assigned to it. 
Dash numbers following the order number identify the number 
of purchases made by each customer, but these dash numbers are 
of no interest to the statistical department in the preparation of 
sales analyses. The master card also gives the destination (by 
state, county and city) to which the material was shipped, the 
Armco sales district office which was responsible for the sale, the 
industry to which the customer belongs, and the Armco salesman 
who receives credit for the sale. 
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Identification of destination to which the material was shipped 
by state, county and city is necessary in the face of frequent 
requests by both sales management and governmental agencies 
for minute analyses of sales and shipments. 

In the last six columns of the master card is punched a cus- 
tomer code number which permits the sorting of cards into strict 
alphabetic sequence by customer name. The first digit of this 
code identifies subsidiary companies, customers of subsidiary com- 
panies that purchase direct from the parent company, and cus- 
tomers that have plants or warehouses in two Armco sales dis- 
tricts and that require service from Armco salesmen in each of 
those districts. Credit for such sales is granted equally to each 
district salesman. 


Analyses Made from Sales Cards 


All sales cards (Exhibit 2) are analyzed by sales class and 
product group (a broader classification which combines all sales 
classes of similar material) by industry, as well as by sales class 
and product group by sales district. Within each sales district 
a customer record completely analyzing each customer’s pur- 
chases by sales class and product group is prepared. All of these 
analyses summarize the pounds of material only; no analysis of 
gross sales dollars, freight dollars or net sales billed is made. 
The steel industry and steel salesmen think in terms of tonnage, 
not in terms of dollar sales. However, any sales dollar analysis 
réquested by management can be made readily, for the informa- 
tion is in the card. 

The customer record report (Exhibit 3), like the tabulated 
reports by industries and districts, must be decoded for ready 
and easy use. A statistical department clerk manually identifies 
the customers listed on each district customer record report 
which has been run in duplicate. The original copy is mailed to 
the district sales office for entry in its customer record book; the 
duplicate is held by the statistical department and manually posted 
into the home office customer record books, one of which is kept 
for each sales district. 

It is not necessary for each sales class to be identified since the 
tabulated customer analysis lists the sales classes, product class 
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totals and grand total shipments in exactly the same order as they 
appear on the customer record sheet (Exhibit 4). 


Comparison with Manual Methods 


Formerly all of these analyses and reports were made under 
the manual system of unit records. However, they were never 
completed until twenty-five to thirty working days after the close 
of a month. Since the alphabetic sorting of cards is impossible 
under any manual system of unit records, posting from a cus- 
tomer record report into a customer record book was difficult, and 
it was not uncommon for the book postings to be made thirty to 
forty working days after the close. 

Under the newer system, sales analysis by industry and by sales 
district are completed twelve to fifteen days after the close. Cus- 
tomer record reports are complete two days later, and since they 
are run in duplicate, they can be mailed to the district sales offices 
immediately after customer identification, fourteen to sixteen work- 
ing days after the close of the month. Alphabetic arrangement 
of the customer record reports permits easy posting of the cus- 
tomer record books. Fifteen to eighteen working days after the 
close of the month, all books are posted. The saving of two weeks’ 
time in the presentation of completed reports increases the efficient 
use of the data by sales management. 

Not only are sales reports presented earlier, but more extensive 
and useful analyses can be made for sales and financial manage- 
ment. Each representative’s sales can be analyzed by sales class 
and product group of material sold with no more work by the 
statistical department than one card sort and a rerun of the cards 
through the tabulator. Days of work manually summarizing cus- 
tomer record books to determine an individual salesman’s per- 
formance are eliminated. 


New Reports Made Possible 


More of interest to the financial management are some entirely 
new reports impossible to run under the manual system of unit 
records. For tax department use a report is run of the dollar 
volume of shipments from Armco plants located without the state, 
made to customers located within the state, for use in computing 
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the amount of franchise and license tax to be paid the state. For- 
merly, a manual analysis of each plant’s invoices had to be made 
to get such important information. The chance for error was 
great. Now a single sort of all cards punched for a plant and one 
run through the tabulator gives an absolutely accurate answer. 

For the general accounting department, a report of total net 
sales to subsidiary companies is prepared for intercompany sales 
eliminations in the preparation of the consolidated profit and loss 
statement. 

A more accurate summary of foreign sales for cartel adjust- 
ments is possible, since sales made in the name of domestic cus- 
tomers but shipped to destinations in Canada or Mexico or other 
foreign countries can be isolated by a destination analysis. 

Possible sales and statistical analyses are limited only by the 
demands made upon the statistical department. Those which have 
been outlined are not unique in themselves. The American Roll- 
ing Mill Company’s experience with a punched card accounting 
system in contrast with a manual system of unit records is excep- 
tional and interesting only in the light of its reason for being, its 
unusually small size, and its satisfactory and economical per- 
formance. 


Reason for Adoption 


An increasing volume of invoices to be summarized for cost of 
goods sold preparation made rapid and accurate manual recapitu- 
lations impossible. More exhaustive production and sales analyses 
were demanded by the operations supervision, the sales manage- 
ment, and governmental agencies. Economy dictated the estab- 
lishment of a single, small department to relieve the several works 
accounting departments of preparing manually inventory relief 
records which were verified to less detailed records accumulated 
by the statistical department. 

That the central office statistical department should assume such 
a responsibility was only natural. An unusually complete tabulat- 
ing card was designed. Exhaustive information about the com- 
pany’s customers was punched into master cards. These were 
designed so that individual analysis cards, automatically picked 
up by the duplicating punch, were mechanically punched in the 
first and last columns. This establishes a punching rhythm which 
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the operator has a tendency to imitate; such imitation improves 
card output. 

The result of careful analysis of the problem presented and 
care in developing the work which the statistical department has 
assumed, makes for ease, speed and low cost operation. 
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TO WHAT EXTENT IS THE LAST-IN, FIRST-OUT 
PLAN BEING ADOPTED? 


Compiled by 
Research and Technical Service Department, 
National Association of Cost Accountants 


— questions relating to the last-in, first-out method of 

inventory valuation were included in a questionnaire on Fin- 
ished Goods Inventory Practice recently submitted to a group of 
N. A. C. A. members. Because of the current interest in this 
subject, and because the report on the entire research study will 
not be available until after the first of the year, the data relating 
to the last-in, first-out method is being reported in this issue of 
the Bulletin. 

Members were asked to indicate (1) whether their companies 
were using the last-in, first-out method for the current year, (2) 
whether they contemplated changing to this basis at the beginning 
of the new year, and (3) if they had decided against the adop- 
tion of this method, the reason for the decision. Of the 264 
companies represented by the replies received to date, 25 report 
that they are now using the last-in, first-out basis for the valuation 
of raw materials, while 14 state that they are planning to adopt 
this method at the beginning of their next fiscal year. Thus, on 
a percentage basis, 9.5 per cent of the reporting companies now 
use the method and 5.3 per cent plan to adopt it for the new 
year, or a total of 14.8 per cent which expect to use this plan next 
year. It is interesting to note that early in 1938 when the Na- 
tional Industrial Conference Board made its study of “Prevail- 
ing Practice in Inventory Valuation,” only 3 per cent of the 916 
reporting companies were using the last-in, first-out method. 

Of the companies now using the last-in, first-out basis, two 
report that it is used for a portion of their raw materials inventory 
only, one reports the uses for finished goods as well as raw ma- 
terials, and six report that the method now being applied to raw 
materials will be applied as well to goods in process and finished 
goods at the beginning of the new year. Of the 14 companies 
planning the adoption of this method, 4 plan to apply it to raw 
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materials only, one to raw materials and goods in process only, and 
the other three will use the last-in, first-out basis for all inven- 
tories. 

The nature of the products manufactured by the companies 
which have adopted or plan to adopt this method is interesting 
because of the wide range covered. Companies now using the 
last-in, first-out method manufacture paper products, instruments, 
furnaces and boilers, machine tools, dresses, steel parts, litho- 
graphing, asphalt products, steel, petroleum products, starch, ad- 
vertising signs, motor fire equipment, dairy products, screws, rugs 
and carpets, and glassware. Companies planning the adoption of 
this method manufacture paper, chemicals, machinery, shoe leather, 
rubber products, tools, valves and governors, wire, engines and 
non-ferrous metal products. 

Also of interest are the reasons given by those who report that 
their companies do not plan to adopt the last-in, first-out basis. 
Of the 146 companies which gave their reasons for not adopting 
this plan, 90 stated that they felt that this method was not appli- 
cable to their business, 26 stated that more experience with the 
plan would be needed before they adopted it, 10 suggested that 
the present was not an opportune time for its adoption, 5 gave a 
combination of these reasons, and 15 listed the various miscel- 
laneous reasons given below. (In some cases, the same reason 
was given by more than one company) : 

Immediate advantage of this plan likely to be offset later. 
Not needed as sales based on market. 

. Satisfactory results being obtained under present method. 
Preferred stock issue obligates us to use of cost or market. 
We now use normal stock method; do not see sufficient advantage 

in making a change. 
Does not aid in control; prefer use of standard costs. 
Would need approval of head office. 
Material ordered for specific contracts, and is earmarked. 
Can use actual costs shown on lot tags. 
We use latest known cost. 
There would be no material tax change this year. 
One lot of material used up before new lot purchased. 


R. P. M. 
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